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When is a Refinance NOT a Refinance?
By TedBoyer, DivisonDirector

Intoday’ scompetitivemortgagemarket, andwiththe
real estatemarket still good, but flat, somelendersare
becoming quitecreativeingenerating new marketsand
new business. Much hasbeen said and written about
variousfraudulent techniquestomake”B” and“C”
paper loansappear to be“ A” paper loans. Wearenow
seeingavariationonthat theme— sometimescalledthe
“Quit-clamRefinancePurchase.”

Here' showitworks. Wetypically seethisapproachin
circumstanceswheretheborrower either doesnot have
asignificant down payment, or hasno down payment at
all. Onceaproperty isunder contract, theseller con-
veystheproperty tothebuyer by quit-claimdeed prior
toclosing. Simultaneoudly, thebuyer signsanother quit-
claimdeed (or warranty deed, or, sometimes, anall-
inclusive-trust deed) back tothesdller, withtheunder-
standingthat if thetransactiondoesnot closewithina
l[imitedtimeperiod, thedeed fromthebuyer back tothe
sellerisrecorded, conveyingtitletotheproperty back to
theseller. And, of course, therearemany other varia-
tionsonthistheme. Thebuyer obtainssomesort of
interestinthesubject property, butiscertainly notthe
“owner” intheconventional senseof theword.

Whenthelender (or thepurchaser of theloanonthe
secondary market) obtainsthepreliminary titlereport
whichfalsalyindicatesthat thebuyer istheowner of the
property, thelender isdecel vedintothinkingthat the
buyer isactually theowner andthat theloan beingmade
isfor arefinancerather thananorigina mortgage. And,
asopposedtoanorigina mortgagewheretheloan-to-
valueratiorequiresahigher downpayment,inarefi-
nancetheloan-to-valueratioislessstringent. Andin

somecases, when coupledwithaninflated appraisal, the
borrower isabletofinance 100% (or, in somecases,
morethan 100%) of the purchasepriceof theproperty.

Another advantagetothebuyer isthat thelender,
thinkingthisisarefinancel oanwith aseasoned borrower
(and, thereby, lessrisky), may notrequireprivate
mortgageinsurance. Eventhoselenderswhodonot
requireseasoningfor arefinance, may presumethat they
are, atleast, dealingwith anexistingowner whohas
previoudy qualifiedto purchasetheproperty.

FannieMag sdefinitionof arefinanceis” A refinance
transactioninvolvestherepayment of anexisting debt
fromtheproceedsof anew mortgagethat hasthesame
borrower andthesamesecurity property.” Thetransac-
tiondescribed aboveinvolvesthesameproperty, but not
thesameborrower. Theproceedsof theso-called
“refinance” areusedto pay off theloantaken out by the
seller, nottheborrower.

Utah Code861-2¢-301(1)(d) prohibitsmakingafase
statement or representationfor purposesof inducinga
lender toextend credit aspart of aresidential mortgage
loantransaction. If areal estate agent or broker or
appraiserisinvolvedinthisscheme, theactionsmay also
beviolativeof Utah Codetitles61-2aand 2b.

Inadditiontolegal problemswiththeabovescheme,
therearepotential practical problems. For example,
oncetitletotheseller’ sproperty isconveyed by quick-
clamdeedtothebuyer/borrower, thereisthedistinct
possi bility that any judgments, liens, or encumbrances
against theborrower would attachtotheseller’ sprop-
continued on page 2
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Refinance

continued from page 1

erty. If thetransactiondoes
not close, andtitleisrevested
inthesdller’ sname, those
judgments, liens, andencum-
brancesmightwell remainon
thetitletotheseller’ sprop-

erty.

What aretheriskstothe
variouspartiesinvolvedinthe
abovetypesof transactions?
Themortgagecompany and
itsrepresentatives, the
appraiser, theentity closing
thetransaction, andany real
estateagentsor brokers
involved, together withthe
buyer andsdller, may have
violated stateor federal law.
Thesdler risksencumbering
hisproperty withliensor
judgmentsagainstthebuyer/
borrower. Thesecondary
mortgagemarket purchaser
of theloanhasassumed much
morerisk thenanticipated by
thinkingitispurchasinga
refinanceby aseasoned
borrower, withasubstantial
equity cushion. Thepur-
chaser of themortgagemight
not haveprivatemortgage
insurance. Any licensedor
registeredindividua sinvolved
haveprobably violatedthe
UtahResdentia Mortgages
PracticesActandother
professiond licensngstatutes,
andcouldlosetheir profes-
siond licenseorregistration.
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Mark Fagergren New Director of
Licensing and Education

The Division of Real Estate introduces Mark Fagergren asthe
new Program Administrator over licensing and education. Mark
fillsthe recently vacated position of Karen Post.

Mark hasbeenactively involvedinthereal estateindustry for the
past twenty two years. He has had extensive experiencein real
estate sales, property management, real estate franchise sales
and broker support and training services. Mark hashad focused
experiencein real estate education and training.

Beginning in 1975 Mark sold real estate franchises throughout

the Western United States. Additionally, he provided broker
support services to independent franchised real estate brokerages.

In 1978, Mark sold real estate with Century 21 Dan Lawler, Inc. He sold residential real
estatefor anumber of yearsinthe Salt LakeValley. Hereceived hisbroker’ slicensein 1983.
Later he became involved in property management having experience in managing both
commercial and residential income properties.

Mark worked with his father in the Century 21 of the Rocky Mountains, Inc. real estate
business. Heestablished and directed the Century 21 of the Rocky Mountains Real Estate
Academy, whichwasareal estate pre-licensing school. He devel oped and administered the
training curriculumfor thisorganization, aswell assome* post” licensetraining. Mark taught
all subject areas but particularly enjoyed instructing classes on Agency, Ethics, Utah State
Law, General Real Estate Law and Appraisal.

For the past 6 %2 years Mark has worked for the Division of Real Estate as areal estate/
appraiser investigator. During histimewiththe Division hehasbecomealicensed apprai ser
and hopes to soon receive a Certified Residential appraiser’ s license.

Hisbackground and education have served himwell in hiswork for the Division. Heisthe
first to admit that for the number of real estate and appraiser licensees working in Utah, a
relatively small number require any disciplinary consideration. “The vast majority of our
licensees arewell trained, hard working, ethical, and highly competent in the performance
of their duties,” says Mark.

Heisvery much looking forward to thisnew opportunity, and for the benefit of returning to
hiswork inreal estateeducation. Heisvery grateful that asaresult of the quality leadership
of Karen Post, hewill be assuming the responsibilities of a“well functioning operation.”

Mark received abachelor’ s degree in Economics from the University of Utah. Heand his
wife, Kathryn, arethe proud parentsof threebeautiful children. LivingintheHolladay area,
Mark isactively involved in the community.




February 2001

3

RA's — The End Draws Nigh

Many of youwhoareRegistered Appraiserswill be
wishingtoupgradeyour licensesbeforetheexpirationdate
of May 3, 2001. TheDivisionof Real Estatereceives
multiplecall sdaily asking about thisprocedure. Wehope
thisarticlewill answer your questions.

StateLicensed Appraiser (LA) isthedesignationcreated
totaketheplaceof Registered Appraiser. However the

LA statusisnot aseasily comeby. Infact the processto
becomeanL A isessentially thesameastocertify (Certi-
fiedResdential or Certified Generd).

RequirementsforanLA licenseare: 90 hoursof pre-
licensingeducation (pre-licensing classesmust beap-
proved by theDivisionandbeat |east 15hoursinlength
andincludeatest—wehavealist of classprovidersavail-
ableonthelnternet, or for theaskingfromtheDivision),
400 experiencepoints, andtwoyears(24

months) of activeexperienceasan

appraiser.

Requirementsfor CRare: 120 hoursof
pre-licensing education, 500 experience
points, and 30 monthsof activeexperience
asanappraiser.

Requirementsfor CGare: 180hoursof pre-licensing
education, 600 experiencepoints, and 36 monthsof active
apprai ser experience.

If youwishtoattainany of thesethreelicenseclassifica-
tions, theprocessis:
*ObtainanapplicationfromtheDivisionof Real Estate.
*Becertainyou havetherequisitenumber of education
hoursaongwithcertificatesof verification.

*Fill outtheexperiencelog pagescompletely.

*Fill out thetwo application pages(Educationand
Experience) completdy, includingnotarization.
*Submitthecompleteapplication, alongwithyour log
andeducationcertificates, totheDivisionof Real Estate.
*Bothfacetsof theapplicationarethen senttotheir
respectivereview committees. TheExperienceReview
Committeewill request Six (Sometimesmore) appraisals

chosenrandomly fromyour log.

*Y ouwill beaskedto submitthosefilesfor review.
*WhentheExperienceand Education Review Commit-
teesare finished (thisoftentakestwo-threemonths), they

makearecommendationtotheAppraiser Licensingand
CertificationBoard.

*TheAppraiser Boardthenvotesonyour application. If
youareapproved, wesend out your testinginformation.

Y ouarethenfreetocall ASI, thetestingcompany, and
makeyour ownarrangementstotakethetest. Testsare
offeredonanon-goingbasis.

After successfully completingtheexam, submitthe
formsandfeestotheDivisionandyour new licensewill be
issued.

Y oumay beinterested to know that boththe Education
and ExperienceReview Committeeswork onavol unteer
basis. Thatisthereasontheprocesstakesaslongasit
does. Thesegood peopledotheir best, butreviewingisa
very tediousprocess.

A wordtothewise: it standsto reason that the sooner you
submityour paperwork, thebetter. Weareonly goingto
getbusier.

QuotingfromtheJuly, 2000issueof theAppraiser
Review(p.7),“if theRegistered Apprai serismaking
applicationtooneof theadvanced apprai ser classifica-
tions, and the candidate hasapplied prior toMay 2, 2001,
but theapprai ser’ saccumul ation of experiencerequire-
mentswill not becompleteduntil May 2, 2001, that
person’ sexpirationdatewill beextended by 30daysto
allow theapprai ser theopportunity to proceedthroughthe
review process. . . All experienceneedsto havebeen met
by May 2, 2001.”

AstheRegistered Appraiser’ slicenseexpirationdate
quickly approaches, RA licenseholdersneedto under-
standthat educational and experiencestandardswill not
belessened. |ncompleteor inadequateapplicationswill
bergected. Planahead. Follow instructionscompletely.
Theresponsibility lieswiththeapplicanttomakean
appropriateapplication.
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Appraisers Finding it Hard to Be Objective

by KennethR. Harney

@
It’' sthedirty littlesecret of the Ameri-

canhomereal estateand mortgagesystem. Andit’s
gettingworse.

Real estateapprai sersnationwidesay they areunder
increasingly heavy-handed pressureby mortgagebrokers
andloanofficersto*hit” theval uenecessary toget mort-
gageapplicationsapproved, rather thanto providethe
independent, professional market-valueassessments
requiredunder their ownlicensesandfederally mandated
ethicscode.

Hittingthevalue, they say, ofteninvol vesfindingwaysto
inflatetheproperty val uationenoughto support thesizeof
amortgageneededtofinancethepriceonthesales
contract. Appraiserswhodeclinetocooperatewiththe
loanofficerswhoassignwork tothemincreasingly find
themselvesblackballed, withnofurther assignmentsfrom
thosemortgagecompanies. Or worse, whenthey submit
appraisalsthat don’ t meet thesalescontract price, their
invoicesgounpaid.

Thistrend, documentedindozensof interviewswith
appraisers, stategppraisa licensingofficias, mortgage
brokersand appraiser professional groupleadersduring
thepast month, hassignificantimplicationsfor home
buyers, taxpayers, andlendingingtitutionsthemsel ves.
Without anaccurateappraisal, buyerscanneedlessy pay
toomuchforahome. Shouldnational andregional
economiescool faster thanthe” softlanding” predicated
by theFederal ReserveBoard, buyersalsomay find
themselveswithfar lessequity thanthey assumedthey had
inthehouse.

For example, if acouplebuysahousefor $200,000with
amortgageof $185,000, whatistheir real equity if an
independent, ethi cal apprai sal wouldhavereveaedthe
truemarket value of theproperty at saleto be $185,000?
They may haveput $15,000intothedeal , and had full

Washington Post WritersGroup

confidenceinthe$350 appraisal they recelvedthat hitthe
$200,000 salepriceonthenose. Butintheevent of ajob
loss, or aneconomicdownturnforcingthemtosell, they
woulddiscover their equity onthedateof closingwas
actually zero. They just didn’ tknow it, in part because
behindtheir backstheloan officer rej ected apprai sal sthat
didn’t" hit” thevalueneeded.

Here' saquick overview of theproblem:

*Thehead of thenational association of state
appraisal licensingboardscalls* lender pressurethe
number oneproblemfacingappraisers’ throughout the
country. SamE. Blackburn, executivedirector of the
Kentucky Real Estate A ppraisersBoardandincoming
president of the A ssociationof Appraiser Regulatory
Officia srepresentingstatelicensingagencies, saysthe
problemis® corruptingthesystem.” Buyersdon’ twantto
pay morethanthey shouldfor ahouse, but they may end
updoing sowhentheir loan broker sendsafax inadvance
totheprospectiveapprai serswithwordstothiseffect:
“Valueneeded $178,000.” Or “target valueof
$155,000.”

Blackburnhas*“filesfull of suchfaxesseekingtodirect
appraiserstoapre-ordainedvalue, and supplied examples
for thiscolumn. Blackburnal sosupplied ataped phone
messagefromamortgagebroker toalicensed apprai ser
haranguingtheappraiser for notfollowinginstructions:

“Y ougottaget thevalueonthehome,” thebroker warns
ontherecording. ‘ If youcouldn’t get thevalue, you
shouldn’t havetakenthemoney, and| indicated thatinmy
request.”

* Thesecond-largestinvestorin Americanhome
mortgages, FreddieMac, says97 percent, anastoundingly
highincidence, of homepurchaseapprai salsbackingthe
loansitbuysnow * hit” thevalueonthesalescontract. As
apartial result, thecorporationrecently announcedthat it
wouldnolonger requireformal appraisalsonhome
mortgageswith 20 percent and greater down payments.
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* Congressishighly likely
tolookintolender coercionon
appraisersnextyear, particularlyin
connectionwithso-called preda-
tory” lendinganditspotential
impactsontheva ueandstability
of bankingandinstitutional mort-
gageportfoliosintheevent of an
economicdownturn. A bill
introducedthissessionby Rep.
Jan Schakowsky, D-111.,would
makeitafederal offenseto
influenceanappraisal report
through coercionor bribery.

L ender coercioncanbeextremely
harmful toindividua buyers. Terry
Turner, anappraiser basedin
Gainesville, GA., recountedthe
caseof consumerswhoclosedon
acondominiumthisfal for
$184,900. One appraiser was
asked by aloanofficertohitthe
contract price, but couldnotfind
comparablesalesdatainthe
subdivisontosupportavaue
above$165,000. Theloanofficer
thenbroughtinasecond apprai ser
whodeliveredavaluation of
$184,900by listingas
“comparables’ higher costunitsin
adifferent subdivision, milesfrom
thehomebeing purchased.

Who standstolosemost from
lender coercionabuses? Don
Kedly, Washington-basedpublic
affairsdirector fortheAppraisa
Institute, putsitstarkly: “ Thereisa
real risk of catastrophiclosses’ on
homereal estatemortgagesinthe
nextrecession, hesays, “ unlesswe
get somecontrolsonthis.”

Frequently Asked
USPAP
Questions (FAQS)

Answers to Many of Your USPAP
Questions!

TheAppraisal Foundationhasrecently
releasedtheir latest referencetool for
appraisers. Thisnew publicationisan
excellent resourcefor appraisers, regula
torsand usersof appraisal services.

Duringthelastsix
yearsTheAppraisa
Foundationhasbeen
compilingfrequently
- askedquestionsand
hasbeen providingresponsestothose
guestionsviatheir newdetter, website
andthrough stateadvisory opinions. This
new document containsover 100 com-
monly asked questionsand answers
regardingUSPAPandtheASB’ sopin-
ionsonthesequestions. TheseFAQsare
opinionsof theA ppraisal Standards
Board (ASB) andareissuedtoillustrate
theapplicability of appraisal standardsin
specificsituationsand offer advicefor the
resolution of appraisal issuesand prob-
lems

Frequently Asked Questions(FAQS)
containsacomprehensiveindex that can
beusedtosearchfor questionsand
answersonspecifictopics.

Copiesof thispublicationcanbepur-
chasedbyvisitingTheAppraisa
Foundation’ swebsiteat or by sending
check or money order for $12.00to The
Appraisal Foundation, P.O. Box 96734,
Washington, D.C., 20090-6734.
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Man must work.
That is certain as the
sun. But he may
work grudgingly or
he may work grate-
fully; he may work
as a man, or he may
work as a machine.
There is no work so
rude that he may not
exalt it; no work so
impassive that he
may not breathe a
soul into it; no work
so dull that he may
not enliven it.
Henry Giles
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20 Indicted in $10 Million Mortgage Fraud Scheme

Twenty defendantswho coll ectively engagedinall aspectsof
resdentia red estatesal es, fromobtaining mortgagel oansto
closingtitleontheproperties, werechargedinJuly 2000with
participatinginathreeyear schemetofraudulently obtain
mortgagesexceeding$10milliononatleast 80 Chicagoarea
properties, wasannounced by theUnited States Attorney
OfficeinChicago. Theschemeinvolved mortgageflipsin
whichthedefendantsbought homesonthesouthandwest
sdesof Chicagoandimmediately resoldthemat fraudulently
inflated pricestypically usingtheproceedsfromthesecond
sdetopay cashfortheinitia purchase. Eventudly, thespread
betweentheinitial purchasepriceandtheresaleexceeded
$100,000 per property, whichthede-
fendantsreapedasprofitandreusedto
pay certain defendants who partici-
patedintheflip scheme. Theindict-
ment seeksforfeitureof $4.4millionin
allegedly fraudulent spread proceeds.

Theinvestigation, knownas" OperationRogueM ortgages,”
wasconducted aspart of theHous ng Fraud | nitiative, ajoint
effort of HUD andthe FBI. Amongthedefendantsarean
attorney, two paralegals, two mortgage brokers, two real
estateapprai sersandtworeal estateagents. A federal grand
jury returnedal6-countindictmentwithwireandmail fraud
and makingfal sestatementsin connectionwithfraudulent
residential mortgageloans. Theindictment alegesthatthe
schemedefrauded variousconventional lendersand HUD.

According to theindictment, beginning in August 1995,
defendantsbought and soldredl estatewithconventional and
FHA loans. An attorney that agreed to purchase certain
propertiesin cash and other individualswererecruited to
immediately purchasethepropertiesat fraudulently inflated
prices. Somepurchaserswerepaid cashtoserveas” straw
purchasers’ of the propertieswhile otherswere lured by
representations that they could purchase homeswith no
money down and receive cash back at closing. Other
defendants, including mortgagebrokers, acted asagentsof
thelendersandformer secretary of stateemployees, aleg-
edly facilitated thefraudul ent second purchasewithfalse
documents, whichincluded D’ s, credit, employment and
financia recordsonbehalf of therecruited second purchas-

ers, toensurepurchasersqualifiedfor themortgage. Two
defendantsarelllinoisCertified Residential Appraisers,who
allegedly preparedfraudul ent apprai sal sthat supportedthe
inflated second purchaseprices. Oneof theappraiserswas
certifiedtoperformHUD/FHA appraisals.

Oncethesecond purchasersqualifiedfor theinflated mort-
gage, thereal estateclosingwascompleted, withboththe
seller andbuyer represented by thesameattorney. Typically
the second purchase closedfirst. Theindictment further
allegesthat on some occasionsafter the second purchase
wascompl eted, combinationsof thedefendantsfacilitated
thefraudul ent refinancing of thevery sameproperty, again
creatingfa seloandocumentsandinflated appraisals.

All 20defendantswill besummonedto appear for arraign-
ment in US District Court but no date has been set. If
convicted, each count of mail and wire fraud carries a
maximumtermof fiveyearsimprisonment andamaximum
fine or $250,000. Or in the aternative, the Court may
imposeafinetotaling not morethantwicethedefendant’ s
grossgain, or twicethegrosslosstoany victim, whicheveris
greater. Makingafal sestatement toHUD carriesamaxi-
mum penalty of 2 yearsin prisonand a$250,000fine. The
Courtasomust order restitution, andit will determinethe
appropriatesentencefor each convicted defendant under the
USSentencingGuidelines.

Reprinted with permission fromThe Master Appraiser, October 2000
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You Must Notify the Division
--in Writing --

Within 10 Days of:

* a change of personal address

» a change of business address

» a change of name

» a change of personal telephone number
* a change of business telephone number
* a conviction of a criminal offense

« a filing of bankruptcy

-/
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Registered
Appraisers Count
Experience
Credit

Theclassficationof “Registered
Appraiser” will ceasetoexistonMay
3,2001. Withtherushof currently
Registered Appraiserswhoare
advancingtoahigher classification,
theissueof how to count experience
iscreatingconfusion. Followingisa
clarificationof someof thetiming
iSsues.

PriortoMay 2, 1999, all persons
performingappraisalswererequired
tobeeither aState-Registered or
State-Certified Appraiser. After May
3,1999, personsperformingcertain
specificappraisal functionswhowere
not Registeredor Certified, were
consideredtobeinan®Unclassified”
statusand could perform specificacts
of anappraisal, but only under strict
supervisionof asupervisory ap-
praiser.

Personsseeking experiencecredit
towardanadvanced classification of
appraiser canbegranted creditfor
appraisalsdonepriorto May 2,1999
onlyfortheportionof timeinwhich
they wereactually aRegisteredor
Certified Appraiser. They may gather
experiencecredit after May 3,1999
aseither aRegistered, Licensed, or
Certified Appraiser, orasan“Unclas-
sified” appraiser, butif they are
“Unclassified,” their experienceneeds
tobesdtrictly supervisedandlimitedto
theactivitiesspecifiedinlaw and/or
rule

USPAP Q & A

This communication by the Appraisal Standards Board (ASB) does not estab-
lish new standards or interpret existing standards. The ASB USPAP Q& A is
issued to state and territory appraisal regulators to inform all states and
territories of the ASB responses to questions raised by regulators and
individuals; to illustrate the applicability of the Uniform Standards of Profes-
sional Appraisal Practice (USPAP) in specific situations; and to offer advice
from the ASB for the resolution of appraisal issues and problems. The ASB
USPAP Q& A do not constitute a legal opinion of the ASB.

Vol 2, No. 8 — August 2000

Question #1

| haveanassignment to prepareacompl eteappraisal of aproposed subdivisionwith
20single-family homesand communicateitinasel f-contained appraisa report. The
clienthasasked metoinclude, withinthesel f-contai ned appraisal report, anappraisa
of eachof thehomesusingtheUniformResidential Appraisal Report (URAR) form
to document those appraisals. The URAR form is considered by many to bea
summary appraisal report. Canl completetheassignment inthismanner and stil|
call theoverall report self-contained?

Answer:
Yesyoucan, if youfollow theapplicablerequirementsof USPAP.

StandardsRule(SR) 2-2requiresthat:
“ Each written real property appraisal report must be prepared under
one of the following three options and prominently state which option
is used: Self-Contained Appraisal Report, Summary Report, or Re-
stricted Use Appraisal Report.”

The Comment to SR 2-2 further statesthat:
“ The essential difference among these three optionsisin the content
and level of information requirements set forth in this Sandard are
minimums for each type of report. An appraiser must supplement a
report form, when necessary, to ensure that any intended user of the
appraisal isnot misled and that thereport complieswith the applicable
content requirements set forth in the Sandards Rule.”

GuidanceisfoundinAdvisory Opinion(AO) 11, whichadvises:
“ The Salf-Contained Appraisal Report should contain all informa
tion significant to thesolution of the appraisal problem. Describe is
the distinguishing term related to the Self-Contained Appraisal
Report. Sandards Rules 2-2 and 8-2(a) (vii) require only a descrip
tion of sufficient information to disclose to the client and any
intended users of the appraisal the scope of work used to develop the
appraisal. Thereader of the Self-Contained Appraisal Report should

continued on page 9
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APPRAISERS
We invite you to submit articles for consideration for
publication in this newsletter. Articles should

address issues of interest to the appraisal industry.

We will review the information submitted and, if
appropriate, publish the article in a future edition of
te Appraiser Review. All articles are subject to
editing for length and content.  Submitted articles
cannot be returned. Please submit your articles to:

Mark Fagergren

Utah Division of Real Estate
PO Box 146711

Salt Lake City UT 84114

Disciplinary Sanctions

HATCH,RAYMONDT., Certified General Appraiser, Salt Lake
City. After a forma hearing, Mr. Hatch's certification was
revoked effective Jan. 9, 2001, based on making repeated
material misrepresentationsto the Division. Mr. Hatch failed to
disclose past crimina history on his original application for
certification and failed to disclose new criminal caseson each of
two subsequent renewals. (At the time of publication, it was
unknown whether Mr. Hatch would request Reconsideration or
fileajudicial appeal.) #AP20-02-12.

KOPLIN, RICHARD, Certified Residential Appraiser, SaltLake
City. Consented to pay a$l,000 fine, based on violating USPAP
by making aseriesof errorsthat, althoughindividually might not
significantly affect the results of the appraisal, in the aggregate,
affect the credibility of the appraisal. Mr. Koplin used comps
which were distant from the subject, reported incorrect informa-
tion on comparable sales, and incorrectly weighted one of the
comps. Theerrorsdid not affect thevalueconclusion. Infurther
mitigation, heresisted great pressure from the buyer of the home
to inflate the appraisal . #AP20-05-06.

STRONG, SHAWN, Registered Appraiser, Clearfield. Con-
sented to pay a$3,000.00fineand havehisregistration placed on
probation until its expiration in May, 2001. Mr. Strong also
consented that his pending applicationfor certification would be
denied and that he would not submit a new application for
certification for at least one year. #AP20-02-27, AP20-02-17,
AP20-02-30 and AP20-04-13.

Sayonara, Hasta La
Vista, Auf Wiedersehen,
Good-bye

Karen Post
Ex-programDirector, Licensng/Education

After amost 18 yearshereat theDivisionof Real Estate,
I’mhangingupmy hat andretiring. I’ vehad theopportu-
nity for thesemany longyearstooverseetheappraisa
educationandlicensingfor thestateof Utah.

Most of you don’t know who | am (and probably don’t
care), butwhenalicensing problemgetsironed out, or
whenyoutakeaparticularly goodreal estateseminar, |
hopeyou’ Il think of me. | might havehad ahandinyour
experience.

| havebeen honoredto servetheappraisal professionin
thiscapacity. | never ceaseto beamazed at how dedi-
cated and honorableyouare. Granted, therearealways
afew bad appl esthat taint the others, but onawhole, you
(andwhat you do) areto begreatly respected.

My goal after | retireisto do someteaching, both con-
tinuingeducationand prelicensing, somaybel’ |l seeyou
around.

7 N\

Practicing appraisers need to possess
the latest edition of USPAP and the
current Utah statute and rules.

0=

Contact:
Utah Division of Real Estate
160 E. 300 South
P O Box 146711
Salt Lake City, UT 84114-6711
(801) 530-6747

If you pick them up:
USPAP -- $6.50
Rules --- $3.00

If we mail them:

USPAP -- $8.50

Rules --- $5.00

N J
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USPAP Q.& A.

continued from page 7

expect to find all significant data reported in

comprehensive detail.”
AO1lasoincludesexamplesof theapplication of theterms
“describe,” summarize,” and “ state” in the context of areal
property appraisal report, which should al sobereviewed.

When providing aself-contained appraisal report under the
circumstancesyou describe, anappraiserisobligatedtoensure
theURARformsareappropriately supplementedto meet the
test of a self-contained report. For example, descriptions,
adjustments and analyses should be expanded to the extent
necessary to meet thetest of theterm “ describe.”

Question #2

My client’ sattorney hastold meto invoke the JURISDIC-
TIONAL EXCEPTION RULEinUSPAPtoavoidmention-
inginmy appraisal report anundergroundstoragetank (UST)
that | know existsintheproperty. Theattorney didnot provide

LICENSING STATISTICS

1999 RA LA CR CG Total
June 1326 18 481 336 2161
July 1307 8 481 331 2127
August 1263 11 471 331 2127
September 1232 11 474 318 2035
October 1222 11 474 317 2024
November 1202 11 476 313 2002
December 1177 12 480 316 1985
2000

January 1152 13 480 317 1962
February 1118 13 481 319 1931
March 1083 14 483 324 1904
April 1067 14 481 324 1886
May 1012 15 486 326 1839
June 974 16 485 328 1803
July 947 15 492 327 1781
August 894 17 489 327 1727
September 859 17 490 324 1690
October 826 18 490 321 1655
November 805 18 488 324 1635
December 785 19 492 330 1626
2001

January 751 19 492 330 1592

any referenceor citationof law or publicpolicy justifyingthis
action. Canl follow theinstructionfromthisattorney,
whoisrepresentingmy client?

Answer:
Not under theconditionsdescribed.

TheJURISDICTIONAL EXCEPTION RULE
is the “savings clause” in USPAP, available
when apart or parts of USPAP are contrary to
law or publicpolicy. TheJURISDICTIONAL EXCEPTION
RULE states,
“1f any part of these standards is contrary to law
or public policy of any jurisdiction, only that part
shall be void and of not force or effect in that
jurisdiction.”
Thefirst sentence of the Comment to the Rule States,
“ The purpose of the JURISDICTIONAL EXCEP-
TION RULE is strictly limited to providing a sav-
ings clause intended to preserve the balance of
USPAP if one or more of its parts are determined
to becontrarytolaw or public policy of ajurisdic-
tion.”
Thesecond paragraphinthe Comment al so providesexplicit
descriptionsof “law,” “ publicpolicy,” and“ jurisdiction” that
appraiserscanusetodeterminewhether aclient’ sinstruction
toinvokejurisdictional exceptionisacceptable. Itisimportant
to notethat the parametersdescribed inthe Comment apply
whether theassignmentisanappraisal, appraisal review, oran
appraisa consultingass gnment, for thepurposeof any typeof
value, notjust market value, andfor any intended use.

Anattorney’ sinstruction, without specificcitationof law or
public policy, isnot the equivalent of law of public policy.
Attorneysmay offer legal opinions, butlegidativebodiesand
courtsmakelaw, and publicbodies, suchasregulators, make
publicpolicy. Whileanattorney isanexpertinthepracticeof
law, itisthecourt that decidesif thefactsinamatter support
anattorney’ srepresentation of how establishedlaw appliesto
aspecific set of facts.
Absent the citation of law or public policy, which
should be identified in the report together with
the part of parts of USPAP disregarded in the
assignment, the attorney’ s instruction is not ac
ceptableasabasistodisregardapart or partsof
USPAP applicable in an assignment.

continued on page 10
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USPAP Q.& A.

continued from page 9

Question #3:
My client, abank inanother city, hasasked metoemail them
acopy of my appraisal report when | have

completedtheappraisal. Canl dothisand
comply withUSPAP?

Answer:

Y esyou cantransmit anappraisal
report by any electronic means, as
longasyou comply withtherequirements
of Statement on Appraisal Standards No. 8
(SMT-8), which addresses the Electronic Transmission of
Reports. Theserequirementsare summarized at the end of
SMT-8, asfollows(fromthe2000 edition of USPAP[*]):

CONCLUSIONS:

*An electronically transmitted report is a written
report and must meet USPAP reporting require-
ments.

*Appraisers must take reasonable steps to pro-
tect the data integrity of transmitted reports.
*Any software program used to transfer a report
electronically must provide, at a minimum, a digi-
tal signature security feature for all appraisers
signing a report. (*)

*Electronically affixing a signature to a report
carries the same level of authenticity and respon-
sibility asanink signature on a paper copy report.
*)

*TheRecord Keeping section of theETHICSRULE
applies to all reports and permits storage on
electronic, magnetic, or other media. A true
electronic and/or paper copy of the transmission
must be retained by the appraiser.

(*) Notethat the2001 edition of USPAPwill contain
languagein StandardsRules2-3, 3-2(f),5-3,8-3 and
10-3toclarifythatitistheappraiser’ scertificationthat
theapprai ser must sign, whichcertificationisrequired
withineachappraisal, appraisal review, or appraisal
consultingreport.

Also remember that the entire report must be transmitted,
includingall addendaor attachments. A completereading of
SMT-8isrecommended.

Question #4:

| am astate-certified apprai ser who serveson the appraisal
review panel for our state’ sAppraisal Licensure& Certifica
tionBoard. TheState Administrator hasasked metoreview
anappraisal report. Theappraiser that preparedthereportis
thesubject of acomplaint that wasrecently filed. Thepurpose
of thereviewistodevelopand statemy opinionastothequality
of thework incomparisontotheapplicablerequirementsin
USPAP, statelaw, andregulations. My statedoesnot exempt
reviewerswhoarestatelicensed or certified apprai sersfrom
compliancewithUSPAPwhenperformingsuchreviews. Do
| havetofollow Standard 3inthisassignment?

Answer:

Y es, under the circumstances you describe, you do haveto
follow all theapplicablerequirementsof Standard 3. Inthis
specificsituation, just becausetheintended user andintended
usearerelated to enforcement doesnot mean such areview
assignmentwouldbetreated or accomplishedany differently.

However, somestateshavelawsor regul ationsthat exempt
appraisal reviewwork of thistypefromUSPAP. Anappraiser
performingsuchanass gnment shoul ddiscusstheass gnment
withtheclient and carefully review theapplicabl e statelaw
andregul ationto ensureno misunderstanding about whether
compliancewith USPAPs, indeed, required or whether a
jurisdictional exceptionresultsinapart or partsof USPAP,
suchasSTANDARD 3, being not applicable.

Given that compliance with USPAPisrequired in such an
assignment, you should al so note and be sureto follow the
USPA Preqguirementspertainingtoconfidentiality. TheCon-
fidentiality sectionof theETHICSRUL E states:
“ An appraiser must not disclose confidential in-
formation or assignment results prepared for a
client to anyone other than: 1) the client and
persons specifically authorized by the client; 2)
state enforcement agencies and such third parties
as may be authorized by due process of law; and
3) a duly authorized professional peer review
committee. It isunethical for a member of a duly
authorized professional peer review committee to
disclose confidential information presented to the
committee.”




